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THE STATE OF TEXAS

COUNTY OF DALLAS

of [0V

AFFIDAVIT

o Lo oy

BEFORE ME, the undersigned notary Public in and for said County and State, on
this day personally appeared Stuart J. Chasanoff, an authorized representative of Novo
Networks Metro Services, who, having been duly sworn, stated on oath as follows:

1.

Tllinois customers that call for assistance are informed that they can appeal
any disputes to the Illinois Commerce Commission.

The name of the Applicant’s customer care contact is David N. Link,
Executive Vice President, Network Operations. Mr. Link can be reached
at (214) 777-4135.

The Applicant does not do any business with any ILEC’s or CLEC’s
within the state of Illinois.
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~“NAME: Stuart J. Chasanoft”
Authorized Representative for
Novo Networks Metro Services
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NOVO NETWORKS METRO SERVICES, INC.

FINANCIAL STATEMENTS

Novo Networks Metro Services, Inc. is providing the financial statements of its parent
corporation, Novo Networks, Inc.
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Document is copied.
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTCN, DC 205489

FORM 10-Q
{Mark One)

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 CR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 13534

FOR THE QUARTERLY PERICD ENDED DECEMBER 31, 2000
OR

[ ] TRANSITICN REPORT PURSUANT TQ SECTION 13 OR 15{d} OF THE
SECURITIES EXCHANGE ACT OF 1834

For the transition period from to

COMMISSION FILE NUMBER 0-28579

NQVD NETWORKS, INC.
(Exact name of registrant as specified in its charter)

DELAWARE 75-2233445
(State or other jurisdiction of incorporation) (I.R.S. Employer Identification No.)

300 CRESCENT COURT, SUITE BCO
DALLAS, TEXAS 75201
{pddress of principal executive offices)

(214) 777-4100
{Registrant's telephone number; including area code)

Indicate by check mark whether the registrant (1)} has filed all reports
required to be filed by Section 13 or 15{(d) of the Securities Exchange Act of
1834 during the preceding 12 menths (or for such shorter periocd that the
registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 30 days.

Yes X No

Indicate the number of shares outstanding of each of the igsuer's
classes of common stock, as of the latest practicable date:

i

On February 5, 2001, 52,439,043 shares of the registrant's Common Stock $.00002
par value per share were outstanding.

Copyright 2001 EDGAR Online, Inc. (ver 1.01/2.003) Page 1
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NOVC NETWORKS, INC.
CONSOLIDATED BALANCE SHEETS

December 31, June 30,
ASSETS . 2000 2000
{unaudited]

CURRENT ASSETS

Cash and cash eguivalents
ACCounts receivable, less allowances for

§ 30,015,644

$ 40,764,246

doubtful acecounts ($17159,317 - December 2000; $793,9200 - June 2000} .. 7,381,463 3,607,053
Prepaid expenges and cther receivablef ..........covvvin 3,038,901 2,979,489
DepoBitE ... .. 1,324,503 1,020,584
VAT receivable 1,303,709 2,131,277
Xotes receivable, affiliate ..... -- 100,800

43,064,220 50,602, 6429

LONG-TERM ASSETS

kestyicted CaABN . ....iiaiiiacaaaaann 554,655 281,828
Property and eguipment, net .....-. 35,347,491 35,419,120
Inveatments in affiliates ........... 18,203,558 23,373,180
Goodwill and other intangibles, net 98,380,784 108,639,486

LIABILITIES & STCCKHOLDERS® EQUITY

CURRENT LIRBILITIES

capitel leases, current portion .....-.

Acoounts payable ............. ... 5,220,115 5,580,873
Accrued Other .........-2--. 8,986,526 L,688,892
Accrued reorganization and restructuring charge 2,411,665 --
Accrued interest payvable ..........ceaaniann 128,774 78,016
Customer deposits and deferred revenues . BZ1l,692 615,403
Notes payable, current portion ...... ... caciieiiiiaraiarnas 251,531 225,343
23,603,854 1¢,89%,580
LONG-TERM LIARBILITIES
Notes payable, net of current POTTICN . ... ...t oiuiorrrnnannnin e 4,012,958 3,685,145
Capithl leases, net of CUTTENt POTTION .. .i.ivuurvorrrrrrmrernransereeesaeannns &,0%4,050 5,780,851
10,037,008 9,465,996
COMMITMENTS AND CONTINGENCIES ...... T T Paaen -- --
STQCKHOLDERS ' EQUITY
Common stock, $0.00002 par value, authorized 200,000,000 shares,
issued and ocutstanding, 52,439,043 and 51,969,745 shares .......... 1,050 1,041
Common stock to Pe issued, 71,513 shares . erararrarsee e 1 3
preferred stock, $0.00002 par value, 51,000 liguidation preference, authorized
25,000,000 shares, issued and cutstanging, 27,070 and
20,070 ghares R . -- n-
additional paid-in capital . 257,727,510 248,907,665
Accumuilated deficit ...... P . {e3,162,162) (54,6324,559)
Deferred compensation ................... (708,521) (L,274,479)
Notes recesivable from shareholders {947, 992) (1,048,872)

153,486,528

§ 196,550,748

K AXEREIECERE

§ 5,083,547

162,909,886

$ 196,550,748

$ 218,316,373

§  4.703,053

191,550,797

% 218,316,373

See accompanying notes to consolidated financial statements.

Page 3
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4
NOVO NETWORKS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

For the Three Months For the Six Months

Ended December 31, Ended December 31,

2000 1999 2000 1993

{unaudited) (unaudiced}

REVEIUES . ... ivrrrntarramamnoacsasarastarasannns $ 20,593,654 § 13,986,113 $ 39,1%0,682 § 22,661,838
Direct cogsts 20,692,792 13,030,262 38,034,325 21,759,782

GIOES PrOEAL (1OBE) . tvuvevnnnsrensenosomenrnas (99,119) 955, 857 1,156,556 502,056

selling, general and administrative expenses .. 7,860,432 7,282,492 15,004,010 B,581,170
Rgorganizatiocn and restructuring charge ....... 4,325,451 -~ 4,325,451 --
Depreciation and amortizatien ................. 6,471,673 1,276,283 12,940,608 1,772,638
Losg from operations, before
other (ipcome) eXPeNSE .........cvrrranaa (18,756, 695) (7,582,919} {31,113,513) {5,452,752)
Cther (income] expense
Interest (income) expense, REL ........000 [248,270) 78,831 {454,325) 590,062
Write off of unamortized debt discount ... . .- -- -- 817,615
Equity in loss of affiliates 1,341,583 13,089 5,412,574 31,818
Foreign currency loss {gain) 25,026 4,470 zz,1B1 (2,022)
CENMEY ot iececaivniiananasonenesonenrtssnns 19,989 7,662 95,020 1,074
1,238,330 104,052 5,075,450 1,546,538
Net lOoS8 ... i.icemeennniianstcssrraarrassrrnrns (19,995, 025} (7,686,971} (36,188, 963) (10,999,290}
Imputed preferred dividend ............ 0000000, (2,299,750} {1,115,943] (2,299,750) (1,118, 943}

Net loss available to common

shareholders ....... . :iievrennmarnenacnss 5{22,294,775) $ (p,802,914) ${38,488,713} $(32,115, 233}
s=azzcroxmEw az=ss== sxe=czomEEE
Net loss per share - {basic and diluted) ...... H (D.43) s {C.20) H (0.74)  § (9.40)
e, . cozmcnawem=s R
weighted average aumber of shares
putstanding - {basic and diluted} ........ 52,121,108 44,309,461 E2,D0KE5,335 30,428,396
EEEEZATSESSDER EmEEMSSSETESED EErkGODCEIIXR mEmEEESSdse= S

See accompanying nctes to consolidated financial statements.

Copyright 2001 EDGAR Online, Inc. (ver 1.01/2.003) Page 4
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NOVO NETWCRKS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Eix Monthe BEnded Darember 31,

{unauditad)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net logs .. . .
Adjustments to reconcile nel

net operating activities:

5$(38,18E,9863) &(10,995,290)

Dapreciation and amorTizatien .... 12,940,608 1,773,638
Equicy in loes of affiliates ... . . . - 5,412,574 J1.813
Other non-cagh eXPENSEs . irivveacrennns - - 3,176,144 2,287,468
Change in operating asgets and liabilitle
ATcounts recelvable ..........iiiiicaieeneanianas .. . . (4,813,002} 1582,92¢0)
Prepaid expenses and other receivablies . {379,504} (82,217}
VAT receivable ...... B27.5488 576,014
Restricted cash ... 272,727} 1,107,437
hccounts payable . . . 138,246 3,760,810
Atcrued ather ..... . . .. e 5,870,410 2ZD.647
AecTued interest payable ., ......iiciiiiriresranarnan .. e 50.758 185,875
Customer deposits and deferred revemse .. 202,289 (1,214,650}
NeL cash used 1o OPeracing AcLiviiles ... viiv.iirecmsriraracriconmaitnmranananann e daeeairraaray {1Z,832,599} {2,535,.365}
ChER FLOWS USED IR INVESTING ACTIVITIES:
DEPOBALE woieiiemiiria e 1302,919) 1361,442}
Purchase of property and squipment {2,062,549) {1,£67,.854)
Net cagh acquired in mcquisitions . .- 289,687
long-term InVeBLMEOLE -.......--... -- (475, 000}
Investmente in Affiliates wi.i..ovreas [1,056,112) (598,852}
Fet cash uped in investing activities .......eviiivimeniianaa. e [2.422,58D) {z,B03,501)

CABH FLOWS PROM FPINANCING ACTIVITIES:

Shareholder repayments ladvances) ... a6, 564 1246,560)
Payments on capital leasee 1,380,211) (585,€32)
Advsnces (repayments) on notes payable . 350, oo (B23,378)
Issuance of notes Teceivanle - pffiliate, net . {84, 096) --

31,224,850

1gpuance of common and preferred stock, oet ..

Net cash provided by financing ascivities ........ 11.569,380
NET CHANGE IN SABH AND CRSH EQUIVALENTS 1T0,748.602) 6,230,514
CRSH AND ChSH EQUIVALENTS, beginning of ysar ... - 40,764,246 39,379

CASH AND CASH EQUIVALENIS, end of pexlod ...coooiivevvanannnnss § 30,015,644 $ B.,269,892

SUPPLEMENTAL DISCLOSURE OF CASH FLOWS IFPORMATION:

Cagh paid For inmtere8t .. ... cevvenernonraraean ANttt it ittt e e et rea s § 58§, 957 5 258, 000

CaEh DRLG fOr LAKEE .. ..eetioe e aa e imraaceaesasannararaannnnnnes b ey § -~ 5 .-

SUFPLEMENTAL DISCLOSURE OF NON-CASH OPERATING,
INVESTING AND FINANCING ACTIVITIES:

purchases of equipment under capital le@seb ........cec-venon-nn st i Pre e % 2,003,904 & 5,208,790
Gaodwill arising frem change in ownerghip and acguisitions sertled through issuance of stock .. ;.“"““: ;‘;;.;;:-;;:
Net agsets of subsidiaries hcguired through an ispue of BEBCK v ivvriiriinr i iiicnaiemnnnoss ;- 196,165
Btock issusd for settlement of accounts paysble ..... 3 -- $ 5,3%%,4BC

See accompanying notes to consclidated financial statements..
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NOVQ NETWORKS, INC.
NOTES TCQ CONSOLIDATED FINANCIAL STATEMENTS

BUSINESS

Novo Networks, Inc. {"Novo Networks®™ or the "Company") is a global
breoadband network services company providing broadband and voice services
over a facilities-based network which consists of digital switching,
routing and signal management equipment, as well as digital fiber optic
cable lines. The network currently reaches 35 domestic and 4 international
cities in North America, Europe, the Middle East and Mexico. Prior to
December 12, 2000, the Company was known as eVentures Group, Inc.

GENERAL

The accompanying consclidated financial statements for the three and six
month periods ended December 21, 2000 and 1999, have been prepared by the
Company without audit, pursuant to the interim financial statements rules
and regulations of the SEC. In the opinion of management, the accompanying
consolidated financial statements include all adjustments, consisting only
of those of a normal recurring nature, necessary to present fairly the
results of the Company's operations and cash flows at the dates and for the
periods indicated. The results of operations for the interim periods are
not necessarily indicative of the results for the full fiscal year. The
accompanying financial statements should be read in conjunction with the
Company's audited consolidated financial statements included in the
Company's Annual Report on Form 10-K for the fiscal year ended June 30,
2000 filed with the Securities and Exchange Commission.

The preparation of financial statements in conformity with accounting
principles géenerally accepted in the United States reguires management to
make estimates and assumptionk that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. actual results could differ from
those estimates. The consolidated financial statements .include the accounts
of the Company and all wholly owned and majority owned-subsidiaries. The
financial results of e.Volve Technology Group, Inc. ("e.Volve") are
included in the financial statements for all periods presented. The-
financial results for AxisTel Communications, Inc. ("AxisTel") are included
in the financial statements since September 22, 1399, the date of
acguisition. The firanecial results of Internet Global Services, Inc.
{riGlobal") are included in the financial statements since its acguisition
on March 10, 2000. All significant inter-company accounts have been
eliminated. :

Certain fiscal 2000 balances have been reclassified for comparative
purpeses to be consistent with the fiscal 2001 presentation.

GOODWILL

Goodwill arising from the excess of cost over net assets of businesses
acquired by the Company is amortized on a straight-line basis over periods
ranging from five to ten years. The Company assesses the recoverability of
goodwill by determining whether the amortization over its remaining life
can be recovered through projected undiscounted future cash flows. The
amount of impairment, if any, is measured based on fair value and is
charged to operations in the period in which impairment is determined by
management. As of December 31, 2000, the Company's management has not
identified any material impairment of goodwill.

NET LOSS PER SHARE

Copyright 2001 EDGAR Qnjine. Inc. (ver 1.01/2.003) . Page 6
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5.

The Company calculates earnings per share in accordance with Statement of
Financial Accounting Standards (SFAS) No. 128, Earnings per Share (EPS).
SFAS No. 128 reguires dual presentation of basic EPE and diluted EPS on the
face of all income statements for entities with complex capital structures.
Basic EPS is computed as net income divided by the weighted average number
of common shares outstanding for the period. Diluted EPS reflects the
potential dilution that could cccur from common shares issuable through
stock options, warrants, convertible preferred stock and convertible
debentures. Diluted EPS has not been presented for the effects of

7

stock options, warrants, convertible preferred stock and convertible
debentures as the effect would be antidilutive. Accordingly, basic and
diluted EPS did not differ for any period presented. For purposes of
computation of EPS, the shares issued for the acquisition of e.Volve
(11,365,614 shares) are deemed to have been in existence for the entire six
month period ended December 31, 1959.

INVESTMENTS IN AFFILIATES

The Company has minority investments in the following companies:

¥ OWNERSHIF ACCOUNTING DECEMBER 31, JUNE 30,
ACCOUNTING COMPANY NAME COMMON FREFERRED METHOD 2000 2000

(unaudited}

FhoneFree. com, Inc. ("PhoneFree™) ............-. .- 17.2% 31.7% Eguity - 5 B,565,385 $ 11,897,831
ORE Communications & Marketing, Ing {("ORB"] ...... 13.0% 100.0% Equity 6,839,391 7,713,650
FOMBOX, IOG, 4eyeierenenanannanereionnsronsonsaren 14.0% 50.0% Equity. 2,798,622 2,034,632
Launch CEREET 38 . ...iuiuienicumrernnnrarararservsas b.0% 2.1% Cost 1,000,000 1,860,000
‘Televant, Inc. (d/k/a LallRewards) ............... 0.0% D.oY Eguity - 727,077

$19,203,598 §$ 23,373,190

Cn September 1, 2000, CallRewards was merged with a subsidiary of
.PhoneFree. Novo Networks received 102,240 shares of PhoneFree common stock
in exchange for Nove Networks' eguity interest in CallRewards and as
repayment of 5184,096 advanced to CallRewards pursuant to note agreements.

During the six months ended December 31, 2000, the Company advanced an
.additional $1,000,000 to FonBox, Inc. in exchange for 510,733 shares of
FonBox, Inc. Series C Preferxed stock. :

On October 7, 2600, the Company's obligation to invest additicnal funds in
ORE wag terminated without further liability.

SEGMENT INFORMATION

SFAS No. 131, Disclosures about Segments of an Enterprise and Related
Information, established standards for reporting information about
operating segments in the Company's financial statements. Operating

- segments are defined as components of an enterprise about which separate
financial information is available that is evaluated regularly by the chief
operating decision maker, or decision making group, in deciding how to
allocate resources and in assessing performance. The Company's chief
operating decision maker is the Chief Executive Officer of the Company.

The Company has determined that it operates in one segment.

REQRGANIEZATION AND RESTRUCTURING CHARGE

Copyright 2001 EDGAR Online. Inc. (ver 1.01/2.003) FPage7
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In October, the Company began execution of a plan tc consclidate the
assets, network and management of its wholly owned operating subsidiaries
inte a single broadband network and communication services company. The
plan has a renewed focus on providing broadband and voice services to othex
service prov1ders, which resulted in the discontinuation of retail Intermnet
access services offered, principally, digital subscriber line access and -
dial-up access. The Company recorded reorganization and restructuring
expense totaling approximately . 54 3 million during the quarter ended
December 31, 2000.

7
B
A summary of the completed and planned recorganization and restructuring

. activities follows:

{In Thousands}

Personnel severance 5§ 1,517
Property, plant & eguipment 1,374
Lbandonment of leased facilities 1,044
Discontinuation and divestiture of retail Internet access operations 390

The restructuring charge of $<4.3 million includes cash expenditures
totaling $2.8 million related to (i) personnel severance of $1.5 million,
of which %0.2 million has been paid as of December 31, 2000, (ii) lease
abandonment ©f $1.0 million, and (iii) other costs of $0.3 million and
non-cash charges of $1.5 million, primarily for the write-down of impaired
assets. The positions eliminated included three senior management
positions as a result of the management consolidation and 16 technical and
support positions related to the discontinuation of retail Internet access
services.

The Company anticipates that the reorganization and restructuring w1ll be
completed by fiscal year end.

INCENTIVE PLAN

During the three months ended December 31, 2000, the Company adopted a new
incentive plan, the Novo Networks 2001 Equity Incentive Plan, (the "Plan"}
for its officers and employees. The maximum number of shares of common
stock covered by options to be granted under the Plan is 12,000,000
shares. Opticn grants under the Plan will become effective twenty business
days after the mailing to the Company's shareholders of an Information
Statement in sccordance with Regulation 14C of the Securities Exchange Act
of 1934.

At Decemher 31, 2000, no Gap Options had been granted.
SIGNIFICANT TRANSACTION

On December 5, 2000, the Company issued 7,000 shares of .Series D
Convertible Preferred Stock and 450,001 shares of the Company's common
stock for $7.0 million in cash and a minority interest in a private
communications company The par value of shares of Series D Convertible
Preferred Stock is $0.00002 with a liguidation value of $1,000 per share.
The shares of Series D Convertible Preferred Stock are convertible into
shares of the Company's commcn stock at a price of §7.00 per share, The
Company has assigned no value to the minority interest received in this

Copyright 2001 EDGAR Online, Ing, (ver 1.01/2.003) Page 8
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transaction, and has treated the issuance of the 7,000 shares of Series D
Convertible Preferred Stock and 450,001 shares of common stock as a single
transaction. Due to the issuance of common stock and the beneficial
conversion feature of the securities issued, an imputed preferred dividend
of approximately $2.3 million was recorded durlng the three months. ended
December 31, 2000.

9 : '
ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITICN AND RESULTS

QF OPERATIONS

The following Management's Discussion and Analysis of Financial Condition and
Results of Operations contains forward-locking statements. We have based these
forward-looking statements on our current expectations and projecticns about
future events. These statements way be identified by the use of words such as
"expects, " "anticipates," "intends," "plans" and similar expressions. Factors
that could cause actual results to differ materially from those reflected in the
forward-looking statements include, but are not limited to, those discussed in
this section, elsewhere in this report and the risks discussed in the "Risk
Factors Related to Dur Company" section included in our Annual Report on Form
10-K for our fiscal year ended June 30, 2000 filed with the SEC. Readers are
cautioned not to place undue reliance on these forward-looking statements, which
reflect management's analysis, judguent, belief or expectation only as of the
date hereof. We undertake no cbligation te publicly revise these forward-looking
statements to reflect events or circumstances that arise after the date of this
report.

BASIS OF PRESENTATION

Prior to September 22, 19939, we were a public company with no material
operations. We changed ocur name from eVentures, Inc. to Nove Ketworks, Inc. in
December 2000. We were formerly known as Adina, Inc., which was incorporated in
the state of Delaware on June 24, 1987. In September and October 1999, we
completed a series of transactions whereby we acquired (i) 100% of the
outstanding shares of e.Volve, (ii) 100% of the outstanding shares of AxisTel,
(iii) 17% of the outstanding shares of PhoneFree and (iv) a note receivable from
e.Vclve in the amount of approximately $8.5 millien ("Notes"), including accrued
interest. All of the acquisitions and the purchase of the Notes were settled
through the issuance of 42,787,863 shares of our commcn stock and are
collectively referred to as the "Initial Transactioa”.

Since we had no material operations prior to the Initial Transaction, the
recrganization was accounted for as a recapitalization of e.Volve. Accordingly,
the historical financial statements presented through September 22, 1239 are
those of e.Volve. The financial statements presented herein reflect the
consummation of the reorganization, and therefore are the consolidated financial
statements of Novo Networks and subsidiaries as of December 31, 2000 and June
30, 2000 and for the period from September 22, 1999 through December 31, 135%
and for the three and six months ended December 31, 2000. On March 10, 2000, we
acquired iGlobal, which has been incerporated into our consolidated financial
statements from the date of acquisition.

Revenues. Revenues are generated through the sale of cur products and services,
which can be divided inte two primary product groups: broadband services and
voice services. Broadband services consist of transport services such as private
line, asynchroncus transfer mede and frame relay, co-location services and
managed web hosting. Voice services include software services that leverage the
packet-based infrastructure of our network to deliver advanced communications
gservices to end-users. Veoice services consist principally of
volce-over-Internet-protocol or Volf services, VolIP integration services and

Copyright 2001 EDGAR Online, Ing, (ver 1.01/2.003} : Page 9




NOVO NETWORKS INC — 10-Q — Quarterly Report Date Filed: 2/14/2001

prepaid czlling services. The majority of cur products and services are measured
and bilied on a per minute basis.

Historically, we have derived substantially all of our revenues from the sale of
VOIP and transport services. Our agreements with our wholesale customers are
shert term in duration and the rates are subject to change from time to time.
Due to increasing competition, management expects these rates to decline, which
could result in lower revenues and increased losses. Our three largest customers
accounted for 60% and 53% of our revenues during the three and six-month periods
ended December 31, 2000, respectively. We anticipate that our dependence on
these three customers will continue to decline as we broaden our sales and
marketing initiatives to include (i) adding new customers, (ii} increasing sales
to existing customers and {iii} increasing sales of broadband and voice
services.

Direct Costs. Direct costs include per minute termination charges and lease
payments and fees for fiber optic cable. Histeorically, the call termination
expense component of these direct ceosts has declined as measured on a cost per
minucte basis. The direct costs incurred for leasing communications network
capacity has alsc declined. However, the agreements we enter into for leasing
such capacity are generally at fixed rates for periocds of one year or longer. We
anticipate that our aggregate direct costs will continue to increase over time
as we build out our gleobal network and enter into additional capacity leases in
advance of sales. We expect our call termination expenses, as measured on a cost
per minute basgis, will decline over time, offget by increases in the volume of
traffic on our network.

]

14
Seiling, General and Administrative Expenses. These expenses include general
corporate expenses, management and cperations salaries and expenses,
professional fees, sales and marketing expenses, travel expenses, benefits
facilitieg costs and administrative expenseg. Currently we maintain our :
corporate headguarters in Dallas, Texas, and have additicnal offices in Jersey
City, New York, Rangas City, Pallas, Miami and Mexico City. We anticipate that
our selling, general and administrative expenses will continue to increase over
time as we expand the size of our staff and facilities to meet the demands of
our glopal network expansion and increased product offerings.

Depreciation and Amortization. Depreciation and amortization represent the
depreciation of property, plant & eguipment and the amortization of goodwill
resulting from the reorganization transactions and the acgquisition of iGleocbal.
We anticipate that depreciation expense will continue to increase over time as
we continue to make investments in our communications network and facilities.

Equity in loss of Affiliates. Equity in losses of affiliates results from our
minority ownership in certain investments that are accounted for undexr the

equity method of accounting. Under the equity method, our proportionate share of .
each affiliate's operating losses and amortization of ocur net excess investment
over our eguity in each affiliate's net assets is included in equity in losses

of affiliates.

SUMMARY OF OPERATING RESULTS

The table below summarizes our operating results:

Three Months Ended December 31,

{unaudited)

REVENUES ...t neimanaenrnssoarnsvoannrnectneenn § 20,583,654 100.0% ’ $ 13,986,118 100.0%
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DITECE COBEE vnvnrcrmeceanaaoramaean e iiaas © 20,692,793 100.5% 13,030,262 93.2%
Gross (loss} profit........ e hreas A ar e {95,139} {0.5)% 556,857 6.B%
selling, general and admninistrative expenses 7,860,432 38.2% 7,262,493 51.9%
ReBtructuring charge . ... ... ciivernnrennonnnnnas 4,325,451 21.0% - 0.0%
Depreciation and amortizabtiom. . ....v.vieiaina-s 6,471,673 31.4% 1,276,283 9.1%
Loss from cperations, before
cther (incOme) EXPENEE .. .v . vsvraverrannnas (18,756,695) {(91.1)% {7,582,919} (54.2)%
Other {incceme) expenses:
Interest expense (income), net ......... {148,270) {0.7% 78,831 0.6%
Write off of unamcrtized debt discount .... - . 0.0% -- 0.0%
Equity in loss of affiliares .............. 1,341,585 5.5% 13,089 a.1%
Foreign currency loss (gain) 25,026 0.1% 4,470 0.0%
Cther .. ...ieinieiineannan . 19,983 0.1% 7,662 0.1%
1,238,330 6.0% 104,052 0.7%
NEE IOSSE +vierurer ot rnr i ranssanannrnearansn (19,995, 025) {97.10% {7,6B5,871) (55.00%
Imputed preferred dividend ........ . avuvuinianen 12,299,750) 1.2 % {1,115,%43) (8.0)%
Net less available to
common shareholders ..........c.coiiiian.s $(22.294,775) {108.3)% 5 (8,802,5914) {(62.9)%
=smz=====s=== FrmEs ===sc=kxez== s==m=
Net loss per share - [basic and diluted) H (D.43) . § {0.20)
=mkeEmEE==== [P
Weighted average number of sghares
outstanding - (baszic and diluted) 52,121,108 44,30%,461
crozm=s=s=== =======crer= .
5ix Menths Ended December 31,
2000 % 1999 3
{unauvdiced)
REVENUEE . . ivvirarterarenrsmramacaesosananan $ 315,190,681 100.0% $ 22,661,638 100.0%
Direct costs 18,034,125 57.0% 21,759,782 96.0%
Gross (losE) pProfit oo i e e . 1,156,556 31.0% 802, 056 45.0%
Selling, general and administrative expenses ... 15,004,010 38 .3% B,581,170C 37.9%
Restructuring charge .......... e e 4,325,451 11.0% -- 0.0%
Depreciation and amortization............iuuveus 12,940,608 33.0% 1,773,638 7.8%
Lossg from operations, before
other (income) eXPENSe . .... . i-ccvemeacnns {31,113,513} (79.4)% (9,852,752} (41.7) %
Other (income) expenses:
Interest expense (incomel, net .......... . (454,325) (1.2)% 558,062 2.6%
Write off of unamortized debt discount .... - 0.0% 917,615 4.0%
Equity in loss of affiliates 5,412,574 13 .8% i1,81% 0.1%
Foreign currency less !(gain) . 22,181 0.1% {2,032} {0.0}%
108 T 95,020 0.2% 1,074 0.0%
5,075,450 13.0% 1,546,538 6.8%
Het JOSE . ieinamaaraa i ot is s ar s omaeanns {36,188, 963) {92.3)% (10,969,290} (48.5) %
Imputed preferred dividend .......... . .00eiiians (2,299, 750} {5.9)% (1,115,943) 4.9)%
Net loss available to .
common sharsholders ........ . c.icvicinnnnnn. 5{38,488,713) (98.2; % $(12,115,233} (53.5)%
Net loss per share - (basic and diluted) $ (0.74) .- % {0.40)
=========s=za ===zre======
weighted average number cof shares
outstanding - (basic and diluted) 52,055,335 30,428,396
r=======sca= ==czze=a====

THREE MONTHS ENDED DECEMBER 21,
19989

2000 COMPARED TO THREE MONTHS ENDED DECEMBER 31,

Revenuss., Revenues increased to $20.6 million during the fhree menths ended
December 31, 2000 frem $14.0 million during the three months ended December 31,
1999, an increase of 47%. Revenues for the three months ended December 31, 2000
were generated through the sale of (i) 55% voice services, (ii) 3% broadband
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services and (iii) 2% Internet services. Sales during the three months ended
December 31, 199% were comprised 98% of voice services and 2% broadband
services.

10
11

The increase in revenues during the three months ended December 31, 2000
primarily resulted from an increase in the number of minutes transmitted. During
the three months ended December 31, 2000, we transmitted 214.% million minutes
versus 141.3 million minutes during the three months ended December 31, 1999, an’
increase of 52%. The increase in traffic during the current three-month periocd
was partially offset by a decrease in the average price per minute. The average'
price per minute decreased to $0.095 during the three months ended December 31,
2000 versus $0.099 during the comparable period in fiscal 2000.

Direct Costs. Direct costs increased to $20.7 million during the three months
ended December 31, 2000 from $13.0 million during the three months ended
December 31, 1999%, an increase of 59%. Approximately $6.8 million of the
increase during the current year period is a result of the increased velume of
minutes transmitted over our netwerk. The remainder of the increase is primarily
related to fixed line costs associated with adding network capacity to enable
growth in the broadband and voice service product lines.

Selling, General and Administrative. Selling, general and administrative
expenses increased to §7.9 million during the three months ended December 31,
2000 from $7.3 millicn in the pricr year period, an increase of 8%. Selling,
general and administrative expenses during the thres months ended December 31,
2000 increased primarily due to increases related to our gleobal network
build-out and the related expansion of staffing and facilities of $4.3 wmilliecm,
offset in part by decreases in (i) professional fees and consulting expense of
$2.1 million, (ii) stock-based compensation of $1.0 million and {iii) vendor
settlement costs included in the prior year period cof $0.6 million. At December
31, 2000, Novo Networks employed approximately 160 employees compared to
approximately 35 employees at December 31, 1999.

Reorganization and Restructuring Charge. In October, the Company began execution
of a plan to congolidate the assets, network and management of its wholly-owned
cperating subsidiaries into a single broadband network and communication ‘
services company. Additionally, the plan has a renewed focus on providing
broadband and veice services to other service providers, which resulted in the
discontinuation of retail Internet access services offered, principally, digital
subscriber line access and dial-up access. The Company recorded reorganization
and restructuring expense totaling %4.3 million during the guarter ended
December 31, 2000. The reorganization and restructuring resulted in the
elimination of 19 pesitions, which cccurred over approximately a three-month
period. The restructuring charge of $4.3 million includes cash expenditures
totaling $2.8 million related to {i} personmel severance of §1.5 million {ii}
lease abandconment of $1.0 million, and (iii) other costs of $C¢.3 million and
non-cash charges of $1.5 million, primarily for the write-down of impaired
assets.,

Depreciation and Amortization. As a result of the reorganization transactions in
September 1999 and October 1999 and the acquisition of iGlobal in March 2000, we
recorded approximately $116.0 million in goodwill. Amortization of goodwill
during the three months ended December 31, 2000 totaled $5.1 millionm.
Depreciation recorded on fixed assets during the current year period totaled
$1.4 million compared to $0.5 millicn for the prior year period. At December 31,
200C fixed assets, congisting primarily of network eguipment, totaled $35.3
millicon compared to $12.9 million at Decembexr 31, 1999.

Interest (Income) Expense, Net. We recorded interest income, net of expense, of
$0.1 million for the three months ended December 31, 2000 compared to net
interest expense of $0.1 million for the three months ended December 31, 1999.
The interest income, net during the three months ended December 31, 2000
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resulted from interest income on greater cash halances maintained from the
proceeds of private placements completed in fiscal 2000 and 2001 together with
lower interest expense. The reduction in interest expense was due to the
elimination of $8.0 million o©f e.Volve's debentures as a result of the
reorganization transaction on September 22, 1999,

Equity in Losses of Affiliates. Equity in loss of affiliates was $1.3 million
‘during the three months ended December 31, 2000 and resulted primarily from our
22% equity interest in PhoneFree. We anticipate that our strategic investments
accounted for under the eguity method will continue to invest in the development
of their productes and services, and will continue to recognize operating losses,
which will result in future charges to earnings as we record our proportionate
share of such losses.

11
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8IX MONTHS ENDED DECEMBER 31, 2000 COMPARED TO SIX MONTHS ENDED DECEMBER 31,
1998

Revenues. Revenues increased to $39.2 million during the six months ended
December 31, 2000 from $22.7 million during the same prior year period, an
increase of 73%. Revenues for the six months ended December 31, 2000 were
generated through the sale of (i) 94% voice services, (ii) 4% broadband services
and (iii) 2% Internet services. Sales during the six months ended December 31,
1999 were comprised of 99% voice services and 1% broadband services.

The increase in revenues during the six months ended December 31, 2000 is
primarily a result of both (i) revenues generated from AxisTel, which was
acquired as part of the Initial Transaction, being included for the full six
months during the current year periad verses three months in the prior year
period and (ii) increased minutes transmitted, principally wheolesale miautes.
During the six months ended December 31, 2000, we transmitted 384.2 million
minutes versus 218.4 million minutes during the six months ended December 31,
1999, an increase of 76%. Although revenues increased as a result of increased
traffic volumes, the average price per minute decreased 2% to $0.1020 during the
six months ended December 31, 2000 from $0.1038 during the comparable peried in
_fiscal 2000.

Direct Costs. Direct costs increased to $38.0 million during the six months
ended December 31, 2000 from $21.8 million during the six months ended December
31, 1999, an increase of 74%. The increase in direct costs is principally a
result of the increased traffic volume during the current year, . partially offset
by a nominal decrease in the average cost per minute to terminate calls.

Selling, General and Administrative. Selling, general and administrative

_ expenses increased to $15.0 willion during the six months ended December 31,
2000 from $B.6 million in the prior year periocd. The increase in selling,
general and administrative expenses during the six months ended December 31,
2000 resulted primarily from expenses incurred by companies acguired during
fiscal 2000 being included for a full six-month period and increases related to
our global network build-out and the associated expansion of staffing and
facilities. The increase was offset in part by decreases in (i) professional
fees and consulting expense of $2.1 million, {ii} stock-based compensation of
50.6 million and (iii) vendor settlement costs included in the prior year period
.of $0.6 million.

Reorganization and Restructuring Charge. In October 2000, the Company began
execution of a plan to consclidate the assets, network and management of its
wholly owned cgperating subsidiaries into a single broadband network and
communication services company. Additionally, the plan has a renewed focus on
providing broadband and voice services to other service providers, which
resulted in the discontinuation of retail Internet access services offered,
principally, digital subscriber line access and dial-up access. The Company
recorded reorganization and restructuring expense totaling $4.2 million during
the six months ended December 31, 2000. The recorganization and restructuring
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resulted in the elimination of 1% positions, which occcurred over approximately a
three-month period. The reorganization and restructuring charge of $4.3 million
includes cash expenditures totaling $2.8 million related to (i) personnel
severance of $1.5 million (ii) lease abandonment of $1.0 million, and (iii)
other costs of $0.3 million and $1.5 million of non-cash charges, primarily for
the write-down of impaired assets.

Depreciation and Amortization. As a result of the recrganization transactions in
September 199% and Octcber 1999 and the acquisition of iGlobal in March 2000, we
recorded approximately $116.0 million in goodwill. The current yesar period
includes amortization of goodwill associated with both the reorganization
trancactions and the iGlobal acguisition for the full six months totaling $10.2
miilion compared to goodwill amortization of $1.4 million related to the
reorganization representing approximately three months of amortization for the
six months ended December 31, 1999. Depreciation recorded on fixed assets during
the current year period totaled $2.7 million comparsd to $0.4 million for the
prior year pericd.

Interest {(Income) Expense, Net. We recorded interest income, net of expense, of
$0.5 million for the six months ended December 31, 2000 compared te net interest
expense of $0.6 million for the six months ended December 31, 1989. The interest
income, net during the six months ended December 31, 2000 resulted from interest
income on greater cash balances maintained from the proceeds of private
placements completed in fiscal 2000 and 2001 together with lower interest
expense. The reduction in interest expense was due to the elimination of $8.0
million of e.Volve's debentures as a result of the reorganization transaction on
September 22, 1999.

Equity in Losses of Affiliates. Eguity in loss of affiliates for the six months
ended December 21, 2000 totaled $5.4 million and resulted primarily from our 22%
equity interest in PhoneFree. .

12
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Write Off Of Unamortized Debt Discount. The $0.9 million write off of
unamortized debt discount in fiscal 2000 resulted from the eliminaticn of
e.Volve's outstanding debentures as a result of the reorganization transaction.

LiQUIDITY AND CAPITAL RESOURCES

Our business plan contemplates expanding our network operatichs and related
services both domestically and internationally. Qur primary expenditures will be
for egquipment, network expansion, increased personnel ccsts and working capital.
This strategy may also include strategic acquisitions and investments. Sources
of funding for our financing regquirements may include vendor financing, bank
loans, and public offerings or private placements of equity and/or debt
securities. There can be no assurance that additional financing will ke
available or, if available, that financing can be obtained on a timely basis and
on acceptable terms. The failure to obtain such financing on acceptable terms
could significantly reduce cur akility to fund our expense, development,
acqulsitlons and operations

Zince July 1, 1999, we have funded our operations primarily through cash flow
from operations, private placements of common and preferred stock and borrowings
under loan and capital lease agreements. Qur principal uses of cash are to fund
(i) the expansion of our operations; {ii) working capital requirements; (iii}
capital expenditures, primarily for our network; (iv) operating losses; and ({(v)
acgquisitions and strategic investments. As of December 31, 2000, we had current
assets of 543.1 million, including cash and cash eguivalents of $30.0 million.
The working capital surplus at December 31, 2000 was $19.5 million. While this
amount is not sufficient to fund our current plans for global network expansion,
the cash and cash eguivalents at December 31, 2000 are expected to provide
sufficient liquidity to meet our operating and capital requirements over the
next twelve months.
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We estimate that our current network expansion plans will regquire approximately
$97 million of capital and cperating expenses over the next 24-months. This
represents a decrease of approximately $90 million from our original business
plans. The decrease in capital and operating requirements resulted primarily
from a reduction in the planned number of gateways from 34 to 16 and a
significant reduction in the number of planned co-location facilities.
Additionally, scaling back the gateway rollout alsoc resulted in reductions in
planned additions of sales and technical personnel and corporate staff. We
expect to fund these capital reguirements through existing cash balances,
expansion of our capital lease facilities and public and private placements of
equity and/cr debt securities. If we are not able to raise additional funds
within the next six months we may not be able to complete our global network
expansion and increase opur revenues pursuant to our business strategy.

Cash flows from operating activities. Cash used in operating activities for the
six months ended December 31, 2000 totaled $12.8 million compared to $2.5
million for the six months ended December 31, 19%9. The increased use of cash in
our operating activities is primarily attributable to increased costs associated
with expanding cur overall operationg, which encompasses (i) networks, (ii)
facilities, and (iii) employee costs. During the six months ended December 31,
2000 cash flow used by operating activities primarily resulted from operating

- losses, net of non-cash charges, totaling $14.7 million and an ingrease in
accounts receivable of $4.8 million, partially offset by a net increase in
accounts payable and accrued liabilities of $6.0 million. At December 31, 1993,
cash flows used in operating activities resulted from operating losses, net of
non-cash charges, totaling $6.9 million offset partially by increases in current
liabilities.

Cash flows from investing activities. Net cash used in investing activities was
$3.4 millipon for the six months ended December 31, 2000 compared to $2.8 million
for the same period in the prior fiscal year. Investing activities in the
current fiscal year period consisted primarily of purchases of network eguipment
$2.1 million and investments in affiliated companies of $1.1 million. Investing
activities for the prior year period consisted principally of fixed asset
purchases of $1.7 million and investments in affiliates of $0.6 million.

Cash flows from financing activities. Cash flows provided by financing
activities during the six months ended December 31, 2000 totaled $5.5 million
and consisted principally of (i) net proceeds from the issuance of 7,000 shares
of Series D Preferred Stock and 450,001 shares of our common stock totaling $6.5
millien, and (ii} beorrowings under a credit agreement for egquipment purchases of
$0.4 million, offset partizlly by capital lease payments of $1.4 million. Cash
flows provided from financing activities during the prior vear period totaled
$11.6 million and was attributable to proceeds from the issuance of common and
preferred stock of $13.2 million, reduced partially by the repayment of a bridge
loan and capital lease payments.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to the impact of political instability, foreign currency,
interest rate and other rigks.

Political Instability Risks. We have relationships with foreign suppliers in
Mexico, India and other countries. We have not experienced any negative economic
conseguences as a result of relationships with foreign suppliers in these
countries, but may be negatively affected should political instability in any of
these countries develop.

Foreign Currency Risks. Since the agreements we have entered into with foreign
suppliers in India and other countries are denominated in U.S. dellars, we are
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not exposed to risks associated with fluctuations in these foreign currencies.
However, because our agreements with certain Mexican suppliers are denominated
in Mexican pesos, we may be exposed to fluctuations in the Mexican peso, as well
as to downturns in the Mexican economy, all of which may affect profitability.
buring the six months ended December 31, 2000, $11.0 million of our direct cests
were denominated in Mexican pesos.

Interest Rate Risks. We have investments in money market funds of approximately
£25.4 million at bDecember 31, 2000. We also have a variable rate credit facility
to purchase equipment with outstanding borrowings at December 31, 2000 of $4.1
million. Due to the short-term nature of our investments and the relatively low
amount of variable rate debt on our balance sheet, we believe that the effects
of changes in interest rates are limited and would not materially impact our
profitability.

Other Market Risks. We are alsc exposed to potential risks in dealing with
foreign suppliers in foreign countries associated with potentially weaker
protection of intellectual property rights, unexpected changes in regulations
and tariffs, and varying tax conseguences.
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PART II: CTHER INFORMATICN

ITEM 1. LEGAL PROCEEDINGS

On November 20, 2000, the arbitration panel awarded Gayath Saad $248,000 in
respect of the dispute previously described in our Annual Report on Form 10-K
for the fiscal year ended June 30, 2000. Subsegquent to this ruling, we
negotiated a mutual release with Mr. Saad and delivered it to him overseas. Mr.
Saad executed the release on January 29, 2001 and we paid him the judgment in
accordance with the terms of the award.

We are involved in other legal proceedings from time to time, none of which, if
decided adversely to us, would, in our opinion, have a material adverse effect
on our business, financial condition or results of operations.

ITEM 2., CHANGES IN SECURITIES

¢n December 5, 2000, we completed a private placement of 7,000 shares of newly
issued Series D Convertible Preferred Stock and 450,001 shares of our common
stock to two instituticnal investors in a private placement under Rule 506 of
Regqulation D. We received proceeds of $7.0 million cash and 900,001 Series A
Preference shares of Telnext Communications Ltd. as consideration for this
issuance. We anticipate incurring commissions of $420,000 in connection with
this private placement. The Series D Convertible Preferred Stock is convertlble
into shares of our common stock at price of $7.00 per share.

ITEM 3. DEFAULTS UPON SENICR SECURITIES

None.

ITEM 4. SUBMISSION OF MATTERS TC A VOTE OF SECURITY HOLDERS

On November 9, 2000, we held our 2000 Annual Meeting of Stockholders (the
*Annual Meeting®™). At the Annual Meeting, the following persons were re- -elected
to our Board of Directors as Class I Directors, with their term of office

lasting until our annual meeting of stockholders in 2004:

Mark R. Graham
Jan. R. Horsfall
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Stuart A. Subotnick

Fred A. Vierra and David Leuschen continued in cffice ag Class II Directors, and
Clark K. Hunt, Jeffrey A. Marcug and Barrett N. Wissman continued in office as
Class III Directors;

The following table sets forth the number of votes for and against with respect
to the election of Class I directors at the Annual Meseting:

Name For Against
Mark R. Graham 40,934,489 284,711
Stuart A. Subotnick 40,534,489 284,711
Jan R. Horsfall 37,834,654 3,384,546

At the Annual Meeting, our stockholders also voted to ratify certain amendments
to our 19992 Omnibus Securities Plan and to amend cur Amended and Restated
Certificate of Incorporation to increase the number of authorized shares of our
capital stock from BO,000,000 to 225,000,000. In connection with the increase in
authorized shares of capital stock, the number of authorized shares of preferred
stock was increased from 5,00Q; 000 to 25,000,000, and the number of shares of
common stock was increased from 75,000,000 to 200,000,000. The following table
sets forth the number of votes for, against, abstained andé broker non-votes cast
in respect of these proposals:

15
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Proposal For Against
Abstentions Broker Non-Votes

Dlan Amendments 38,028,017 3,063,657 127,226
Norne :

Amendment to Amended and

Restated Certificate of

Incorporation 36,802,597 31,166,361 12,110
1,237,132 ’

-On Octcher 31, 2000, the holders of approximately 62% of the outstanding shares.
of our common stock, acting by written consent pursuant tc Section 228 of the
Delaware General Corporate Law, approved an amendment to cur Amended and
Restated Certificate of Incorporation changing our name from "eVentures Group,
Inc.* to Novo Networks, Inc.

On December 12, 2000, the holders of approximately 51% of the outstanding shares
of our wvoting stecck, acting by written consent pursuant to Section 228 of the
Delaware General Corporate Law, approved the Novo Networks 2001 Eguity Incentive
Plan. Opticn grants under this plan will become effective 20 businaggs days after
the malling to our stockholders of an Information Statement in acceordance with
Regulation 14C of the Securities Exchange Act of 1934 (which we expect to occur
-on or about March 15, 2001). On January 10, 2001, the Option Sub-Committee of
the Board cof Directors approved the grant of a total of 10,227,163 Gap Options
to purchase our common stock at an exercise price of $4.625 per share under the
2001 Egquity Incentive Plan. Of the 10,227,163 Gap Options granted,. 9,975,000
wers granted to our executive officers.
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ITEM 5. OTHER INFORMATION

None.

ITEM 6. .EXHIBITS AND REPORTS ON FORM E-X

(a} Exhibits
3.1 Amendment to Amended and Restated Certificate of
Incorporation, filed with the Secretary of State of the
State of Delaware on November 13, 2000.
3.2 Amendment to Amended and Restated Certificate of
Incorporation, filed with the Secretary of State of the
State of Delaware on December 11, 2000.
4.1 Certificate of Designation, Rights and Preferences of Series
b Convertible Preferred Stock, filed on Decembker 5, 2000.
9 Voting Agreement, dated as of December S5, 2000, among Rock
Creek Partners II, Ltd, CB Private Eguity Partners L.P. and
eVentures Group, Inc.
10.1 Registration Rights Agreement, dated as of Decemher 5, 2000,
among Rock Creek Partners, II, Ltd., CB Private Eguity
Partners L.P. and eVentures Group, Inc.
(b) Reports on Form B-K

On November 13, 2000, we filed a Report on Form 8-K announcing our
intended name change from eVentures Group, Inc. to Novo Networks, Inc.
and anncuncing cur finmancial results for the fiscal guarter ended
September 30, 2000.

On Jznuary 4, 2001, we filed a Report on Form 8-¥ disclosing the
dismissal of BDCO Seidman, LLP as ocur independent public accountants and
the retention of Arthur Andersen, LLP as our independent public
accountants for our fiscal year ended June 30, 2001:
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SIGNATURES
Pursuant: to the requirements of the Securities and Exchange Act of 1934, the

Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

NOVe NETWORKS, INC.
Date: February 14, 2001 By: /s/ Jeffrey A. Marcus

Jeffrey A. Marcus
(Authorized Signatory and Chief Executive Qfficer)

Date: February 14, 2001 By: /8/ Daniel J. Wilson
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Daniel J. Wilson :
{Principal Financial and hccounting Officer)
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INDEX TO EXHIBITS
Exhibit
No. Description

3.1 Amendment to Amended and Restated Certificate of
Incorporation, filed with the Secretary of State of the State
of Delaware on November 13, 20040. .

3.2 Amendment to Amended and Restated Certificate of
Incorporation, filed with the Secretary of State of the State
of Delaware on December 11, 2000.

4.1 Certificate of Designation, Rights and Preferences of Series
D Convertible Preferred Stock, filed on December 5, 200C0.

9 Voting Agreement, dated as of December 5, 2000, among Rock
Creek Partners II, Ltd, CBE Private Eguity Partners L.P. and
eVentures Group, Inc.

0.1 - Registration Rights Rgreement, dated as of December 5, 2000,

among Rock Creek Partners, II, Ltd., CB Private Equity
Partners L.P. and eVentures Group, Inc.
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EX-3.1 OTHERDOC
2
de3936ex3-1.txt
AMENDMENT TO AMEND/RESTATED CERT. OF INCORPORTION

Document is copied.
' EXHIBIT 3.1

STATE OF DELAWARE
SECRETARY OF STATE
DIVISION CF CORPORATIONS
FILED 09:00 AM 11/13/2000C
001568465-2144057
CERTIFICATE OF AMENDMENT
CF

AMENDED AND RESTATED
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CERTIFICATE OF INCORPCRATION

CF eVENTURES GROUFP, INC.

eVENTURES GROUP, INC. (hereinafter called the "Corporation"},
organized and existing under and by virtue of the General Corporation law of
cthe State of Delaware,

DOES HEREBY CERTIFY:

FIRST: That at a meeting of the Board of Directors of the Corporation,
resolutions were duly adopted setting forth an amendment to the Amended and
Restated Certificate of Incorporation of the Corporation, declaring said
amendment to be advisable and directing that the amendment be considered at the
next annual meeting of the stockholders of the Corpecration. The resolution
setting forth the amendment is as follows:

RESOLVED: That the first paragraph of Article FOURTH of the Amended
and Restated Certificate of Incorporation relating to the total number
of shares of stock which this Corporation shall have authority to
issue be and hereby is deleted and the following new first paragraph
of Article FOURTH is inserted in lieu thereof:

"FOURTH: The aggregate number of shares which the Corporation
shall have the authority to issue is 225,000,000, consisting of (i)
200,000,000 shares of Common Stock, par value $0.00002 per share (the
nCommon Stock"), and (ii) 25,000,000 shares of Preferred Stock, par
value $0.00002 per share {the "Preferred Stock")."

SECOND: That thereafter, the annual meeting of the
stockholders of the Corporation was duly called and held, upen notice in
accordance with Section 222 of the General Corporation law of the State of
Delaware, at which meeting the necessary number of shares as reguired by statute
were voted in favor of the amendment.

THIRD: That said amendment was duly adopted in acceordance with
the provisions of Sectien 242 of the General Corporation Law of the State of
Delaware. k

2

IN WITNESS WHERROF, the Corporation has caused this Certificate of
Amendment of Amended and Restated Certificate of Incorporaticon to be duly
executed this 10th day of November, 2000.

/s/ STUART J. CHASANOFF

By: Stuart J. Chasanoff

Its: Senior Vice President, General Counsel
and Secretary

EX-3.2 OTHEERDOC
3
dg38%36ex3-2.txt
AMENDMENT TO AMEND/RESTATED CERT. OF INCORPORATION
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Document is copied.
EXHIBIT 3.2

STATE OF DELAWARE

SECRETARY OF STATE
DIVISION CF CORPORATICNS
FILED 09:00 AM 12/11/2000

001617004 - 2144057

CERTIFICATE OF AMENDMENT
TO

-AMENDED AND RESTATED
CERTIFICATE CF INCORPORATION

CF
eVENTURES GROUF, INC.
Pursuant to Section 242 of the Delaware General Corporation Law

eVentures Group, Inc., {(the "Corporation®), a corporation existing
under and by virtue of the Delaware General Corporation Law (the "DGCL"), does
hereby certify:

FIRST: The name of the Corporation is eVentures Group, Inc.

SECOND: The Board of Directors of the Corporation (the "Beard"), at a
meeting duly called and held on October 13, 2000, in accordance with the
applicable provisions of the DGCL and the Corporation's Bylaws, did duly adopt
resolutions (a) approving the amendment to the Corporation's Certificate of
Incorporation described herein (the "Amendment"), (b} directing that the
Amendment be submitted to& the stockholders of the Corporation (the
"Stockholders") for their consideration and approval, and {¢} directing that,
upon approval and adoption of such amendment by the Stockholders of the

‘Corporation, this amendment be executed and filed with the Secretary of State
of the State of Delaware and elsewhere as may be required by law.

THIRD: A majority of the Stockholders of the Corporaticn acting by
written consent on October 31, 2000, adopted resolutions adopting the
Amendment.

FOURTH: The resclutiocns adopted by the Stockholders are as follows:

f"RESOLVED, that Article FIRST of the Amended and Restated
Certificate of Incorporation of the Corporation be amended to read in.
its entirety as follows: .

*FIRST: The name of the corporation is Novo Networks,
Inc. (the "Corporation®).”

FURTHER RESQLVED, that the filing of a Certificate of
Amendment to the EZmended and Restated Certificate of Incorporation of
the Corporation with the Secretary of State of the State of Delaware,
and elsewhere as required hy law, to effect the foregoing amendment to
the Amended and Restated Certificate of Incorporation be, and it hereby
is, approved, ratified and confirmed in all respects."

FIFTH: This Certificate of Amendment to the Amended and Restated
Certificate of Incorporation has been duly adopted and is being filed in-
accordance with the provisions of Section 242 of the DGCL.

IN WITNESS WHEREOF, the Secretary of this Corporation has hereunto set
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his hand this 1ith day of December 2000.

eVENTURES GROUP, INC.

/s/ STURRT CHASANOFF
By: Stuart Chasanoff
Its Secretary

EX-4.1 OTHERDOC
4
dB3936ex4-1.txt
CERTIFICATE OF DESIGNATION

Document is copied.
EXHIBIT 4.1

CERTIFICATE OF DESIGNATICON, PREFERENCES
AND RIGHTS OF SERIES D CONVERTIBLE
PREFERRED STOCK OF EVENTURES GROUP, INC.

I, STUART J. CHASANOFF, being the Senior Vice President and Secretary
of eVENTURES GROUP, INC., a corporation organized and existing under the laws of
Delaware (the "Corporation"), DO HEREBY CERTIFY that, pursuant to authority
conferred upen the Board of Directors by the Amended and Restated Certificate of
Incorporation and Section 141 (b) of the Delaware General Corporation Law, the
- Board of Directors, at a meeting held on the 5th day of December, 2000, adopted
the following resclution:

RESOLVED, that pursuant to authority vested in the Board of
Directors by Article Fourth of the Amended and Restated Certificate of
Incorporation of this Corporation, there is hereby established a series
of Preferred Stock designated as "Series D Convertible Preferred
Stock"; that the series shall consist of 50,000 shares, par value
$.00002 per share, which series shall have the preferences and rights
get forth in a Certificate of Designation, Preferences and Rights of
Series D Convertible Preferred Stock of the Corporation, filed with the
Delaware Secretary of State, on December 5, 2000, as the same may be
amended and restated from time to time, as set forth below:

SERIES D CONVERTIBLE PREFERRED STOCK
1. Dividends.

1.1 The holders of Series D Convertible Preferred Stock (the
"sSeries D Stock") shall be entitled to receive cash dividends cn each issued and
outstanding share of Series D Stock at the Dividend Rate (as defined herein)
when and as declared by the Board of Directors out of funds legally available
therefor, quarterly on the last day of March, June, September and December of
sach year (each such date being referred to herein as a "Quarterly Dividend
Payment Date"), commencing on the first Quarterly Dividend Payment Date
following the date of issuance; provided, however, if the Corporaticn pays a
dividend in shares of Series D Stock on the applicable Quarterly Dividend
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. Payment Date as reguired by Section 1.2 hereof, the Corpeoration shall be
relieved of its obligation to pay such dividend in cash. The amount of dividends
shall be computed on the basis of twelve 30-day months and a 360-day year. The
dividends provided for in this section shall accrue and be cumulative on each
outstanding share of Seriesz D Stock from the date of its issuance. Such
dividends shall accrue from day to day, whether or not earned cor declared. The
dividends under this section are prior in preference to any declaration or
payment of any divideand or distribution on any stock junior in dividend
preference to the Series D Stock ("Junier Stock"), including the outstanding
Series B Convertible Preferred Stock, par value $.00002 per share (the "Series B
Stock"), Series C Convertible Preferred Stock, par value $.00002 per share (the
rSeries C Stock"), and Common Stock, and, if the dividends under this secticon
with respect tc any Quarterly Dividend Payment Date have not been paid on all
shares of Series D Stock then outstanding, such deficiency shall be fully paid
on all shares of

Series D Stock then outstanding before any dividend or distribution shall be
paid on, or declared and set apart for, any Junior Stock.

1.2. If the Corpeoration does not declare and pay the dividend in cash
on any Quarterly Dividend Payment Date, then the Corporation shall declare and
pay such dividend on such Quarterly Dividend Payment Date in. additional shares
of Series D Stock. The number of shares of Series D Stock to be issued in
circumstances when dividends are paid with additional shares of Series D Stock
will equal the cash amount of the dividend described in Sectien 1.1 (even if not
declared), divided by the Liguidation Value (as hereinafter defined) (excluding.
acerued and unpaid dividends) rounded teo the nearest full share, up or down,
after taking into account all shares of Series D Stock owned by the holder
thersof, provided that if the resulting fractional share held by such holder
equals one-half of a share of Series D Stock, such fractional share shall be
rounded up to the nearest full share.

2. Liguidation.

2.1. Rights of Holders of Series D Stock. In the event of any
voluntary or involuntary liguidaticn (whether complete oxr partial}, dissolution
or winding up of the Corporation {a "Dissolution") (including any Deemed
Liguidation) (as hereinafter defined), subject te the prior preferences and
other rights of any other class of capital stock or series of Preferred Stock
issued by the Corporation, the terms of which provide that such class or series
will rank senior to the Series D Stock as to distribution of assets upcon
liquidaticn, dissolution or winding up of the affairs of the Corporation, the
holders of shares of Series D Stock then outstanding shall be entitled to be
paid out of the assets of the Corporation available for distribution to its
stockholders, whether from capital, surplus or earnings prior to any
distcribution to the holders of Common Stock and pari passu with the holders of
any outstanding shares of Series B Stock and Series C Stock, the amount egual to
the greater of (i} the Liguidation Value (as appropriately adjusted to give
effect to any stock split, any reverse stock split, any stock dividend or any
similar transaction) or (ii) the shares of stock, securities or assets to which
such holder would have been entitled if such holder had held the number of
shares of Common Stock issuable upon conversion of such holder's shares of
Series D Stock immediately prior to such liguidation, dissolution or winding up
of the Corporation, together with all accrued but unpaid dividends.. For purposes
of this Certificate of Designation (as hereinafter defined), "Liquidation Value"
means the sum of one thousand dollars ($1,000) per share, plus accrued but
unpaid dividends thereon.

2.2. Allocation of Liguidation Payments Among Holders of
Stock. If upon any Dissolution (including any Deemed Liguidation}, the assets of
the Corporation available for distribution to helders of shares of Series B
Stock, Series C Stock and Series D Stock (the "Total Amount Available") shall be
insufficient to pay the helders of outstanding shares of Series B, Series C
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Stock and Series D Stock the full preferential amounts to which they shall be
entitled under Section 2.1, each holder of shares of Series D Stock shall be
entitled to receive an amount egqual to the product derived by multiplying the
Total Amount Available times a fraction the numerator of which shall be the

. Liguidation Value of Series D Stock held by such holder and the denominator of
which shall be the aggregate Liquidation Value of shares of Series B Stock,
Series C Stock and Series D Stock then outstanding. After payment in full of the
full preferential

amounts which the holders of Series D Stock are entitled pursuant to this
Section 2, the holders of Series D Stock shall not be entitled to any further
right or claim to any of the remaining assets of the Corporation.

2.3 Treatment of Conselidations, Mergers and Sales of Assets
or Stock.

(a) Subject to Section 2.2, upon (i) the sale of all oz
substantially all of the assets of the Corporation, (ii) the mexger,
consolidation or other business combination of the Corporation into or with
another corporation or other entity which results in the exchange of cutstanding
capital stock of the Corporation for securities or other consideration issued or
paid or caused to be issued or paid by such other corporation or cother entity or
an affiliate thereof or {iii) anyv transaction that results in the holders.of
voting securities of the Corporation immediately prior to such transaction
holding less than 50% of the Corporation's voting securities after giving effect
to the issuance of securities in connection with such transaction (each a
"Deemed Liguidation®™}, the holders of the Series D Stock voting as a class and
acting by majority vote {such vote to be binding on all such holders), may, at
their option, require the Corporation to treat any Deemed Liguidation as a
liquidation, dissolution or winding up of the affairs of the Corporation within
the meaning of this Section 2.

(b} The provisicns of this Sectiecn 2 shall not apply to any -
Deemed Liquidation, invelving (i} only a change in the state of incorporation of
the Corpcration, (ii) a merger of the Corperatiocn with or into a ‘wholly-owned
subsidiary of the Corporation or (iii} an acquisition by merger, reorganization
or consolidaticn by the Corperation of another corporation or other entity
{whether or not the Corporation is the surviving entity) if such acguisition
does not involve a recapitalization or reorganizaticn of the outstanding Series
D Stock or Common Stock or the issuance of such number of voting securities of
the Corporation or the surviving entity as would result in the hglders of wvoting
securities of the Corpcoration immediately prior t¢ such acquisition holding less
than 50% of the Corporation's or the surviving entity's voting securities after
giving effect to the issuance of securities in connection with such acquisition.

2.4 Liquidation Preference. No series of Preferred Stock that
is granted a preference in liguidation shall be granted a liguidation preference
greater in amount than the purchase price of such Preferred Stock plus
dividends, if any, accrued but unpaid on such purchase price, other than with
respect to Preferred Stock that is granted with a preference in ligquidation that
is senicr to the Series D Stock that has been approved by a majority of the
disinterested directors of the Board of Directors of the Corporation and
recommended to the Board of Directors of the Corporatioen by an investment
banking firm of national standing.

3. Additional Provisions Governing Preferred Stock.
3.1. Voting Rights.

{a) Except as otherwise provided herein, by the Certificate of
. Incorporation of the Corporation or by applicable law, the holders of
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the Series D Stock and the holders of Common Stock shall vote as a
single class on all matters to be voted on by the

Corporation's stockholders. Each share of Series D Stock shall have one
vote faor each share of Common Stock into which it may be converted.

{b) Notwithstanding the foregoing, the vote of at least
‘two-thirds of the outstanding shares of Series D Stock shall be
reguired to effect any of the following:

(D any amendment or change to the rights, preferences,
privileges or powers of the Series D Btock:

Aii) any increase or decrease in the authorized number of
shares of the Series D Stock;

{(1id any redemption of any shares of Series B Stock,
Series £ Stock or Commeon Stock {other than pursuant
to (x) agreements with any of the Corporation's
employees, officers, directors or consultants giving
the Corpeoration the right to repurchase shares of
Common Stock upon termination of services or
otherwise or (y) open market purchases approved by a
majority of the disinterested members of the Board of
Directors); and

- {iwv} declaration or payment of any dividend {other than a
stock split or stock dividend on shares of Common
Stock) on any share of Common Stock, Series B Stock
or Series C Stock; and

(% . any issuances or deemed issuance of Common Stock
issued for compensatory purposes to directors,
officers and employees of the Corpeoration not
approved by the Compensation Committee or Stock
Option Committee of the Board of Directors of the
Corporation. :

© 3.2. Director Rights. The holders of the Series D Stock,
voting as a separate class, shall be entitled teo either (a) elect cne {1) member
of the Board of Directors of the Corporation (a "Series D Director") -at.any
annual meeting of stockholders or a special meeting held in place thereof and to
£i11 any subsequent vacancy created by such director's resignation or remocval,
sc long as shares of Series D Stock with an aggregate Liquidation Value
(excluding accrued but unpaid dividends and Series D Stock issued as a dividend
on Series D Stock) of at least $25,000,000 are issued and cutstanding or (k)
designate one (i) representative who shall be entitled to participate
telephonically at all meetings of the Board of Directors (other than any
meetings of any committees of the Board of Directors or any executive sessions
of the Board of Directors) and who shall receive all notices of meetings to
which it is entitled to participate pursuant tc this Section 3.2, so leng as
shares of Series D Stock with an aggregate Liquidation Value (excluding accrued
but unpaid dividends and Series D Stock issued as a dividend on Series.D Stock)
of at least $10,000,000 are issued and ocutstanding. :

3.3. Method of Payment.

{a) Payments. Any payment at any time due with respect to any
share of Series D Stock (including but not limited to any payment due
with respect to such share under Section 2) shall be made by means of a
check (drawn upcon funds which are '
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